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BY DR. PER JACOBSSON 


When after the first world war Professor Cas- 
sel in the Quarterly Review of the Skandinaviska 
Banken analysed the conditions necessary for a 
restoration of monetary order and stability, he 
strongly stressed the importance of the estab- 
lishment of “‘centres of monetary stability” to 
which one currency after the other might be 
linked and which in that way would give steadi- 
ness to the world’s monetary structure. As was 
natural at that time, Cassel’s reasoning was in 
terms of the gold standard and he thus set forth 
the conditions which would permit an early return 
to a fixed gold parity, with full convertibility 
into gold or into currencies already convertible 
into gold. There is perhaps less difference than 
might be imagined between the problems and ob- 
jectives of that period and those of the present 
day, since very much the same conditions have 
to be fulfilled, now that monetary stability has 
to be restored, as when a return to gold was 
contemplated after the first world war. 

But the second world war, which began before 
the consequences of the first world war had been 
wholly overcome, brought much greater losses 
and led to a more profound change in the whole 
structure of the world economy. While the re- 
cognised goal is still to arrive at convertibility 
of currencies under a system of multilateral 
trade, early disappointments have proved that the 
task is certainly more difficult than was imagined 
when, for instance, the Bretton Woods institu- 
tions were set up or the Anglo-American Loan 
Agreement of December 1945 was negotiated. 
Much more far-reaching measures have proved 
necessary and that is the fundamental reason 
why in 1947 Mr. Marshall came forward with his 
plan for U.S. assistance to Europe on a scale ex- 
ceeding anything ever attempted in peacetime, and 
with the objective of coordinating the recovery 
efforts and the economic life of the participating 
countries. 

It is not the purpose of this article, however, to 
examine the methods and working of the or- 
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ganisations set up under the Marshall Plan or the 
activities of the Bretton Woods institutions but 
rather to consider what countries or groups of 
countries have sufficient economic strength and 
pursue a policy calculated to make them centres 
of monetary stability. 


The United States, as a key member of the dollar 
area (comprising Canada and, in general, the coun- 
tries round the Caribbean Sea), has undoubtedly 
sufficient economic and financial resources (in- 
cluding an abundant gold backing) to play the 
role of a centre of monetary stability. The United 
States has for long been a “big country”; people 
have often wondered whether it would become a 
correspondingly ‘“‘great country”. If a comparison 
is made with the policies pursued after the first 
world war, when the United States refused to 
join the League of Nations, insisted upon full 
payment of war debts and repeatedly raised 
its tariff, the lines adopted this time clearly re- 
present a great step forward towards responsible 
world leadership: it is sufficient to recall the part 
played by the United States in establishing the 
United Nations and the Bretton Woods institu- 
tions, its participation in UNRRA, the granting 
of the U. S. loan to Great Britain and the realisa- 
tion of the Marshall Plan, as well as the concep- 
tion and conclusion of the Atlantic Pact — not 
to mention the continued: and not unsuccessful 
efforts to reduce, by way of negotiations, the 
duties imposed under the tariff. 

If there is still some hesitation as to the capacity 
of the United States to act as the world’s 
monetary centre, it is due to a fear that, not- 
withstanding many useful innovations of a 
stabilising nature, the American economy might 
still prove rather jumpy, with more or less 
violent fluctuations in prices, production and 
trade. Moreover, the New York market, for which 
the home economy provides an overwhelming 
proportion of its business, is not sufficiently 
equipped with institutions and personnel spe- 
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cialised in matters of foreign financing, nor has 
the investing public as a rule the detailed know- 
ledge or experience required for a proper valua- 
tion of foreign securities, ete. A further con- 
sideration is that the protection afforded by the 
tariff is, in most cases, still high as regards those 
manufactured goods which European countries 
produce and which they could otherwise export 
to America; it is as regards raw materials that 
the United States counts most in matters of for- 
eign trade but this very fact puts certain limita- 
tions on the activity displayed by New York and 
other American markets in the field of interna- 
tional commercial financing. The drawbacks here 
referred to are, of course, fully appreciated by the 
Americans themselves; to some extent remedies 
are being applied; but it cannot be said that the 
United States is as yet an ideal centre of world 
monetary stability. 


Great Britain is the key country of the sterling 
area, which accounts for quite 25 per cent. of the 
world’s foreign trade. Inside this area all current 
payments and most capital payments can be effect- 
ed without any hindrance and commercial transac- 
tions may be carried out on a multilateral basis, 
which is one of the main reasons for the high 
level of activity, including a brisk trade between 
the sterling-area countries. London has still the 
whole apparatus for international financing, to- 
gether with all the facilities for transport, in- 
surance, etc., and much foreign trade — for other 
countries as well as those of the sterling area — 
is actually financed through London. The snag 
is, of course, that sterling is not as yet convertible 
into gold and dollars, the attempt of 1947 having 
failed partly because of general conditions (the 
world being still in too unsettled a state after the 
war) but partly because of conditions pertaining 
more specifically to Great Britain (a deficit of 
£ 630 million in 1947 on the current account of the 
British balance of payments; the attempt still 
being made at that time by the British Treasury to 
force down long-term rates to the 2'/. per cent. 
level ; and the fact that the heavy sterling liabilities 
resulting from the war had not been sufficiently 
tied up through long-term arrangements ). Now a 
more gradual method is being applied — namely 
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an attempt to widen the transferability of sterling 
step by step with a view to attaining full convert- 
ibility in the end (this, incidentally, being neces- 
sary to permit the British Government to re-open 
the metal exchanges and liberate other commodity 
markets, so essential for the position of Great 
Britain as a trade centre). Steady progress and 
the gradual winning of confidence has, however, 
been interrupted by one crisis after the other, with 
rumours of devaluation ; and at such times foreign 
holders of sterling have naturally sought to reduce 
the amount held, whenever they could do so. 

Many had expected a crisis in Great Britain 
some time in 1952, when the Marshall aid would 
be coming to an end; but a critical situation has 
arisen earlier in that the British, with their rela- 
tively high costs, have found it difficult to make 
the transition from the seller’s to the buyer’s mar- 
ket and have, in particular, had to register a drop 
in the dollar exports of the sterling area. It is 
more and more being recognised as necessary to 
deal not only with symptoms but also with the 
underlying causes. These include too high a level 
of budget expenditure, with a consequent very 
high level of taxation, which in its turn is con- 
nected with the virtual disappearance of personal 
savings, another difficult question being the drain 
on British resources through the repayment of 
sterling liabilities resulting from the war. Great 
Britain at the moment resembles a convalescent, 
who seems very weak for the time being but may 
regain his strength before very long —- provided, 
of course, that he follows a regime conductive to 
the restoration of his health, 

Less spectacular in its scope and activities 
but gradually becoming more and more of a 
reality is the third centre of monetary stability 
which is in process of formation on the con- 
tinent of Europe: besides Switzerland, it com- 
prises Italy, France and Belgium, whose cur- 
rencies are now all being quoted on free or 
parallel markets at rates very close to the official 
rates. 


Switzerland, being neutral in the war, never 
lost its economic and monetary strength. Once 
more displaying its sound instinct in monetary 
matters by quickly curbing any credit expansion 
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after the war, it lost no time in restoring a nat- 
ural balance between the volume of monetary 
purchasing power and the available supplies of 
goods and services. Switzerland has long served 
as a “savings bank” for the Balkans and the 
Swiss franc has been used as a basis for settle- 
ments in many international transactions even 
when no Swiss interest was directly involved. But 
the Swiss themselves have no ambition to estab- 
lish their money as a great international cur- 
rency, since they are fully aware of the rather 
slender basis on which such a currency would 
rest, in a country with only 4 million inhabitants 
and very few natural resources. It should, how- 
ever, be mentioned that the Swiss market has 
served a useful purpose in that it has allowed 
free quotations of bank-notes of different coun- 
tries ; the movements of these quotations have in 
any case furnished a market opinion as to the 
growing or declining soundness of the monetary 
and economic situation in the countries whose 
notes have been quoted. 


In Jtaly, Professor Einaudi had tried as Gov- 
ernor of the Banca d'Italia to curb the infla- 
tionary tendencies but it was only after he had 
become a member of the Government in May 
1947 that he was able to put into effect an all- 
round policy aiming at monetary stability. In 
September 1947 the Government ordered a large 
increase in reserye requirements of banks and 
at the same time the discount rate was raised. 
Many firms had to reduce their stocks, the public 
began to show less inclination to buy, and with- 
in a few months wholesale prices had fallen by 
15—20 per cent. and the cost of living by over 10 
per cent. The official rate for the lira was raised 
from Lit. 350=$1 to about Lit. 575 =$1 (at 
which it has been maintained ever since), while 
the stringency in credit, together with a return 
of confidence, was attested by a drop in the 
black-market rate from about Lit. goo=$1 in 
the spring of 1947 to about Lit. 630—$1 a 
year later. Exports began to increase, which to- 
gether with the Marshall aid so improved the 
foreign balance that the Italian authorities have, 
in one year, been able to add, in gold and dol- 
lars, an amount equivalent to more than $200 
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million to their monetary reserves, with a si- 
multaneous increase of some £ 30 million to the 
credit of Italy in the payment agreement with 
Great Britain. This improvement in reserves has 
clearly been aided by the restrictive credit policy 
as applied on the home market; it denotes a firm 
resolution to put the monetary position in order 
and restore confidence in the lira. The hope is 
that monetary confidence will lead to increased 
savings and also to investments from abroad, by 
which the chronic problem of a rapidly growing 
population and unemployment in a country with 
scanty natural resources may be at least partially 
solved. 


In France the political difficulties of forming 
a stable Government were greater than in Italy 
but in the course of 1948 and the first half of 
1949 great progress was made, the budget being 
more nearly balanced and a restrictive credit 
policy applied by means of higher interest rates 
and quantitative controls. A further important 
factor was the attainment of a certain stability 
in money wages after the abortive strike by 
the miners in the autumn of 1948. Early in 1949 
prices began to decline; exports were increasing 
and confidence was growing, especially after the 
successful issue of a reconstruction loan yielding 
some Fr. fes 107 milliard in fresh money. In the 
foreign exchange markets the so-called parallel 
rates, which closely follow the quotations of 
French bank-notes in Switzerland, registered a 
drop from Fr. fes 550=$1 early in January 
1949 to less than Fr. fes 350==$1 in April. 
Since the official free rate for the dollar (ap- 
plicable to financial transactions) was gradually 
raised from Fr. fes 305 to Fr. fcs 330, the mar- 
gin between the parallel (or black market) rates 
and the official rate soon worked out at less 
than 10 per cent., and experience has shown that, 
when the margin is so relatively narrow, tourists 
and others sel! their foreign currencies not by 
some sort of clandestine transaction but directly or 
indirectly to the Exchange Control at the official 
rates. There has, in fact, been a rapid improve- 
ment in the French reserve position, net pur- 
chases often amounting to $1 million a day, 
with corresponding (or higher) amounts ac- 
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quired in sterling. It is true that multiple rates 
are still quoted under the French system, the 
“commercial” rate for dollars being Fr. fes 
270 = $1, but unification is now being held up 
not so much by French difficulties as by a 
waiting attitude, in the expectation of interna- 
tional currency developments. 


Special interest attaches to the exchange situa- 
tion of Belgiwm, which has effected a consider- 
able reduction in the disparity between the official 
rate and the free quotations of its currency with- 
out changing the official rate as it had been 
fixed at the Liberation in 1944. For a series of 
measures (including permission to repatriate 
Belgian bank-notes and to pay for exports with 
Belgian francs purchased abroad) led to an im- 
provement in the quotations of the Belgian franc 
on free foreign markets, and it was exclusively 
from this side that the margin was narrowed. 

For some time there has been much talk about 
high prices in Belgium but in recent months the 
country’s exports have generally exceeded its 
imports, there being every indication of a net 
surplus in the balance of payments, which has 
led to an increase in the monetary reserves. As 
its special contribution to the Intra~-European 
payments plan Belgium has even agreed to ex- 
tend fairly substantial net credits (reaching, in cer- 
tain circumstances, the equivalent of $82,5 mil- 
lion) ; but, to be able to do so without detriment 
to the financing of its own industries, Belgium 
may possibly use its good credit standing to 
borrow externally part of the amount in question. 
In some respects Belgium has had good luck since 
the war (having been liberated at an early date 
without much destruction, having been able to 
sell iron and steel products, without having had 
Germany as a competitor, having a prosperous 
colony in the Belgian Congo, etc.), but it must 
at the same time be admitted that the Belgian 
authorities, by the application of a flexible pol- 
icy, free from doctrinarian rigidity, have taken 
the greatest possible advantage of the Oppor- 
tunities which presented themselves. 


Notwithstanding the many differences in re- 
sources, structure and tradition between Switzer- 


land, Italy, France and Belgium, there are cer- 
tain common characteristics in their handling of 
post-war economic and financial problems. Per- 
haps it needs to be said that the common feature 
is not abstinence from planning. In the monetary 
field, Switzerland has not acted in a haphazard 
way, for such results as the withdrawal of pur- 
chasing power from the market through an 
over-all budget surplus and sales of gold, to- 
gether with the careful application of a flexible 
interest policy, are not attained by “laissez-faire”. 
And in France and Italy, where the official and 
the freely quoted exchange rates have moved 
nearer to each other, devalution as such has not 
sufficed: for a balanced position to be attained, 
there had to be an improvement in the budget 
situation as well as a restrictive credit policy. In 
Belgium also, each step taken to bring the free- 
market quotations closer to the official rate was 
most carefully planned. But a common feature 
is that the planning in question has consistently 
taken account of the interplay of supply and 
demand in relatively free markets and, at the 
same time, sought to restore the monetary 
mechanism of adjustment — inter alia, by the 
application of a flexible interest-rate policy. Thus 
efforts have been made to attain a proper har- 
mony in the lines of official action and to relate 
the measures adopted to the free activities of 
the people in their daily business of earning a 
living and spending their income or saving and 
investing a part for future needs. 

It would be going too far to say that, through 
the policies of these four countries, an active 
centre of monetary stability has already been 
created ; but discussions are going on with a view 
to extending the field of freedom of transac- 
tions between the members of the “group”, which 
is, indeed, a thing still in process of becoming. 
There is every reason to watch these efforts with 
a sympathetic eye. In a world where so much is 
in flux, it is surely worth while to take note of 
the progress made individually in each of these 
countries and of their tentative efforts to co- 
ordinate, if possible, such further measures as 
they may be able to’ take in the direction of 


restoring currency convertibility and multilateral 
trade. 


IO. 9. 1949. 
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Swe AND POsST=“WAR ECONOMIC POLICY 


BY PROFESSOR DR. ERLING PETERSEN, OSLO 


Preface 


It is no easy task to determine to what degree 
Keynes and his economic theory have influenced 
economic policy in the years since the war. Only 
in a few cases have those concerned with shaping 
or influencing economic policy overtly referred to 
Keynes in their reasoning. To confine oneself to 
the concrete cases in which such references can 
be shown would therefore result in an extremely 
incomplete picture. Indeed, it is not even probable 
that the most inportant features would then be 
included. A more abstract approach is therefore 
inevitable in a survey of the present type. 

Two alternatives are open. Stress may be laid 
on the guiding lines of economic policy advocated 
by those who are adherents of Keynesian econo- 
mics. The other alternative would be to study si- 
tuations where the underlying reasoning is ob- 
viously Keynesian, although Keynes’ name is not 
expressly mentioned. A survey of the latter kind 
suffers from the weakness that it cannot be sup- 
ported by concrete examples, but it is difficult to 
avoid it if a comprehensive and enlightening pic- 
ture of the real situation is to be presented. 

Keynes’ contribution through his main work the 
“General Theory”, is two-fold. In the first place 
he established a system of theoretical analysis, 
which is marked by great simplicity and educa- 
tional force. For these reasons it has found ac- 
ceptance in wide circles as a theoretical system. 
The result has been that attention is concentrated 
on different magnitudes and different problems 
from those previously current in economics. The 
approach to the problems becomes different from 
what it was formerly and this has no small meas- 
ure of influence on the conclusions reached. 

Keynes has, moreover, made a more concrete 
contribution. In his main work he deals with a 
number of vital problems of economic policy and 
indicates direct solutions of them. These solutions 
often cut right across the ideas generally accepted 
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up to then. Keynes therefore stands out as a 
pioneer on new lines in important fields. It is his 
specific theories that are of importance here. 
These theories can be said to have been influencial 
quite apart from the theoretical system of ana- 
lysis. 

The Keynesian system of analysis aims at em- 
bracing the whole economic activity of the com- 
munity. It can therefore be applied to all fields, 
though this does not prevent the theory from 
having its most weighty significance at certain 
strategic points. 

2A 


= 


The Cause of Unemployment See 


Keynes’ main thesis is that consumption, both 
of individuals and of the community as a whole, 
increases with income but to a decreasing extent. 
Thus, if activity increases in the community there 
will arise a constantly widening gap between in- 
come and consumption and therefore between pro- 
duction and consumption. This gap must be filled 
by investments, if the economy of the community 
is to be maintained at full balance. Otherwise total 
demand will be too small. As Keynes presents 
the matter, such a balance will be maintained au- 
tomatically, only in certain favourable circum- 
stances. If those specially favourable conditions 
are lacking, there will arise a deficiency of demand 
in the community. The economic system as we 
know it is so organized that it reacts to such a 
shortage by a decrease in production, resulting in 
more unemployment. This unemployment will be 
a direct result of the deficiency in demand, i. e., 
the unfilled part of the gap between consumption 
and income, and will continue to be chronic as 
long as this deficiency prevails. In highly capital- 
istic countries, especially, where the most obvious 
possibilities of investment are already taken up, 
such a state of affairs will, according to Keynes, 
be extremely probable. It is usual to call this view 
the Keynes stagnation or saturation theory. Its 
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gist is that highly capitalistic countries have a 
strong ingrained tendency to chronic unemploy- 
ment. 

If this saturation theory is accepted, as most 
adherents of Keynes do without reserve, a num- 
ber of important conclusions may be drawn re- 
specting economic policy. The first and most im- 
portant of these conclusions is that total demand 
in a community cannot be left to itself. It must 
have a certain magnitude if full employment is 
to be maintained. Demand and unemployment, 
therefore, are directly linked together. 

In the view of Keynes, the cause of unem- 
ployment is simply that the community is not 
willing to use all the products that can be fur- 
nished by full employment, either for consumption 
or for further investment. If then the waste of 
the community’s productive resources represented 
by unemployment is to be avoided, the State — 
both as the greatest econome unit and the only one 
that in the long run can neglect the question of 
profits — must undertake the task of creating the 
necessary employment. 

Nevertheless, it is not this theory in itself that 
is the most important part of the Keynesian 
doctrine. It was already fairly well established 
before Keynes wrote his book. The new element 
with Keynes is that he fairly convincingly declares 
that, from the point of view of the community, 
extraordinary public works in a period of un- 
employment will in fact finance themselves. The 
problem is then seen in terms of real goods and 
services. On the financial side, it is true that the 
State may have to take up loans and thereby 
increase its debt, but for Keynes this is a secon- 
dary matter. The main thing is that the national 
product, i. e., the aggregate amount of useful 
goods and services that are produced will be 
greater if the State can manage to provide work 
for the unemployed. 

It may also be put more luntly. Unemployment 
arises because the members of the community are 
not willing to consume and invest enough. Un- 
employment, therefore, is a factor of adjustment. 
If we increase the demand for useful products, 
then the gap between utilization and productive 
capacity which created the unemployment will 
disappear. 
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If one follows this line of reasoning, it is clear 
that the chief objections that have been raised with 
regard to the public expenditure associated with 
a more extensive public work programme prac- 
tically disappear. The State is confronted with an 
ordinary problem of unused resources. Unemploy- 
ment means that the community (with the existing 
income structure) does not want all the products 
that could be produced. The State can then use 
the labour for the purposes it finds desirable 
without there arising for this reason any necessity 
of sacrifices in other quarters. 

With the aid of the theory of the multiplier 
Keynes is also able to demonstrate that if the 
State in a period of unemployment puts in a com- 
paratively moderate contribution, the effects on 
national production will be magnified consider- 
ably. If 100 millions are devoted to new investment 
work, then the demand from the new workers will 
increase production in other branches of trade and 
industry by this amount times the multiplier. 
Thus, if the multiplier for instance is 3, the in- 
crease in production, which obviously will bring 
with it increased employment, will amount to 300 
million, 

By combining Keynes’ theories of unemploy- 
ment and the multiplier, it is possible, therefore, 
first to draw the conclusion that it is desirable that 
the State shall take effective measures to solve 
the unemployment problem, secondly that this, 
particularly owing to the effect of the multiplier, 
is entirely within the bounds of possibility and 
third that the costs from the real economic point 
of view for the whole undertaking will be insig- 
nificant or non-existent. 


Balance Policy or Regulation Policy> 


It is therefore evident that the Keynesian line 
of thought must lead to demands for a very active 
employment policy on the part of the State. What 
Keynes in fact demands is that the State shall be 
a kind of equilibrating factor. It shall be charged 
with the duty of ensuring that enough unemployed 
labour is absorbed for the community to be pro- 
vided with full employment. Keynes does not 
concern himself with the distribution of the nec- 
essary investment in State and private hands to 
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establish this condition of full employment. On 
the contrary, he emphasizes in several places of 
his work the great advantage of the free choice 
of consumers as a guide to production. Only in 
this way is the greatest useful effect ensured for 
the individual members of the community. If the 
State takes care that requisite balance is present, 
then the losses from unutilized resources accom- 
payning any fluctuations in demand is avoided, 
fluctuations which can easily arise when the 
choices of consumers are entirely free. 

Whereas Keynes, therefore, has been extremely 
moderate in his demands in this field, that is not the 
case with a large number of his followers. They 
have all accepted the demand for an active unem- 
ployment policy. As far as the actual matter of 
balance is concerned, this principle is now ac- 
cepted by practically all sections of the community. 
It is, however, typical of a number of Keynesians 
that they are not content with this. They are not 
satisfied with undertakings which merely lead 
to full employment, when nothing can be said 
about the composition of this employment. They 
are therefore not satisfied by an active employ- 
ment policy on the part of the Government. In 
view of the decisive importance of investment 
on developments, they demand that the whole of 
this activity shall be placed more or less under 
State control. Keynes strongly stresses the State’s 
responsibility for maintaining a level of total in- 
vestment large enough to ensure full employment 
at all times. The extremists among his followers 
go much further than this. They draw the conclu- 
sion that, as private investment business is not 
able under all circumstances to fulfil its function 
in the community, viz: to employ all the produc- 
tive resources that are not required for direct con- 
sumption, the State must take over the whole di- 
rection of investment. Economic policy in this 
field will therefore be two-sided. The State shall 
by means of emergency public works so to speak 
fill out the volume of investment making it ade- 
quate. But the State shall at the same time su- 
pervise private investment, direct it into the 
“proper” channels and take care that it has the 
extent desirable for the good of the community. 
On the basis of Keynes’ demand for an equili- 
brating activity on the part of the State, in other 


word policy concerned with the employment of 
idle resources, they build up the demand for a 
detailed regulation and direction of investment in 
the entire economy. 

In many countries this has become a leading 
principle of economic policy which the represen- 
tative body elected by the people has attempted 
to put into practice. The fact that this idea has 
gained so much support can also be attributed to 
the object lesson furnished by the war. It was 
found in all countries that with the extra demand 
created by the huge expansion of the State’s re- 
quirements there was no longer any difficulty in 
employing the total labour force. The persistent 
unemployment problems of the 1920s and 1930s 
disappeared at a stroke. Instead there was a 
shortage of labour everywhere. It did not require 
a keen observer to see that the State, at least in 
certain conditions, has the power and ability to 
eliminate unemployment through its own activity. 

Of course, it was clear to all that it was the 
exceptional conditions due to war that had dis- 
posed so rapidly of the unemployment problem. 
Nevertheless the idea persists that, if this could 
be done during war, it might likewise with a 
rational policy be done in peace. If the State re- 
placed the extraordinary demands arising from 
war conditions by other extraordinary demands 
adapted to conditions of peace, then full em- 
ployment might be assured. Now it had been 
found necessary during the war not only to employ 
labour but, particularly after shortages became 
apparent, to direct labour to the branches of ac- 
tivity where it was in greatest demand. In the 
situation of acute shortages prevailing during the 
war it was obvious that no other procedure would 
be adequate. There has been a tendency, however, 
to carry over the whole line of thought into 
peacetime. Since the war ended, therefore, the 
authorities of several countries have continued 
their policy of directing labour. 

The demand for direct State control of all in- 
vestment activity in the community is not in itself 
a Keynesian idea, but it has been so regarded by 
many because it has been so strongly linked to the 
line of reasoning advanced by Keynes’ followers. 
On this point there has occurred an amalgamation 
of Keynes’ own ideas, which in point of fact refer 


88 SKANDINAVISHA BANK EN 


Sei ee Mink ge 


to aggregate investment — private and public 
__ with other ideas which give expression to the 
desire for a stronger central control of economic 
activity as a whole. Consequently there has arisen 
a certain connection between the teachings of 
Keynes and what is usually described as a “plan- 
ned economy”. This amalgamation is a result of 
the actual developments and has in itself no secure 
logical foundation. 

Even if there is not to be found in Keynes the 
direct demand that the State shall control invest- 
ments in detail, yet there are certain supple- 
mentary elements in his theory which point to a 
such conclusion. On the basis of his studies of the 
economy of the 1930s, it is clear that Keynes was 
greatly troubled by the phenomenon of saturation 
in the capitalistic communities. For many products 
the technique of production was so highly de- 
veloped that the supply on the market had reached 
the verge of saturation. It is excellent for a family 
to have a refrigerator, but the utility of a second 
is doubtful and the average family will never 
have grounds for installing a third. Keynes was 
therefore inclined to believe that a danger may 
exist that the inducements to invest will become 
exhausted when the existing productive equipment 
makes it possible to reach the saturation limit for 
individual goods, 

In such circumstances the ability of private 
industry to find sufficient objects for investment 
may be doubted. It would then seem natural to 
recommend that the State might take over or exert 
an influence on investment in cases where such 
activity is not sufficiently profitable, so that the 
total volume of investment may be adequate. In 
his work Keynes ‘himself does not go very deeply 
into this problem, but there is no doubt that his 
followers have to no small extent utilized this line 
of thought to support their desire for a thorough- 
going control of investment. 


War has Reduced the Importance of the 
) Saturation Theory 


On this point the situation has obviously been 
quite reversed by the war. Considering the world 
of today with vast amounts of real capital de- 
stroyed which must be reconstructed and with a 


heavy pressure on the standard of living, which 
cannot be raised sufficiently because the necessary 
productive equipment is lacking, it is not easy at 
present to advocate measures on the basis of the 
saturation postulate. This is admitted in all quar- 
ters, as far as the present situation alone is con- 
cerned. 

In its essence, therefore, the saturation problem 
belongs to the future. It is not something which 
in present circumstances can furnish grounds for 
immediate concern. The post-Keynesian attitude 
on this point, however, has indirectly been of 
some importance for the development of economic 
policy in the post-war period. It is evident that 
anybody who believes that we shall fairly soon 
return to the situation of. glut prevailing in the 
1930s must necessarily have his view of present 
problems coloured by this belief. For him the 
acute shortage of commodities will be nothing but 
a transitional phenomenon. Consequently he will 
not be disposed to lay any particular weight on 
such temporary problems. The same will be the 
case with regard to the measures that may be con- 
sidered for lessening the effects of the shortage 
of goods. 

There is no doubt that this factor has been im- 
portant. Already in the first years after the war 
measures of economic policy so stimulating to 
consumption that they would be entirely justified 
only in a Keynesian saturation period have been 
put into effect in many countries. This is true 
both of social welfare policies and wage policies. 
These measures could not have been supported by 
arguments referring to the actual situation at the 
time. They have so to speak been advanced on the 
security of a situation expected in the near future, 
mainly on the basis of theoretical considerations. 
It is a momentous question whether the develop- 
ment of economic policy in many fields has not 
for this reason followed entirely wrong lines. 
It has become removed from reality. It does not 
agree with existing concrete circumstances, nor 
has such agreement in itself been intended. More 
important than this, however, is that it may not 
agree with the concrete circumstances of the future 
either, because these may not perhaps in the 
reasonably near future turn out as the saturation 
hypothesis would suggest. 
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Is Saving Necessary? 


The sympathetic attitude to consumption which 
marks the Keynesian doctrine must naturally have 
an effect on the conception of saving. Older econo- 
mists have described saving as a very important 
economic function. Direct saving was said to 
create the conditions for the accumulation of real 
capital. It was therefore saving along with tech- 
nical knowledge which in the long run determined 
the rate of progress. 

It is clear that a community where there is no 
saving at all cannot increase its real capital. This 
is seen directly from the definition of these mag- 
nitudes. The conclusion easily follows that a 
certain amount of saving, i. e., abstinence from 
consuming the whole of the real income, is a 
necessary condition for an expanding economic 
system. 

Keynes and his supporters naturally do not 
deny this fundamental fact. They are also fully 
aware that economic progress calls for a growth 
of capital and that such growth is not possible 
unless consumption falls short of current pro- 
duction. In their opinion however, this will happen 
quite naturally. It may in other words be taken for 
granted that in a modern community abstention 
from consumption will not only be appreciable but 
also sufficient to ensure the necessary growth of 
capital in all circumstances. For the Keynesians 
the problem lies in the opposite direction. Left to 
itself, non-consumption will have a tendency to 
assume such proportions that it will have a direct 
repressive effect on economic activity. It will, in 
fact, reduce demand and, with the decreased pos- 
sibilities of sales, employment must be restricted 
with unemployment as a result. 

There are two conclusions which Keynes arrives 
at from his line of thought. Firstly, saving, or 
non-consumption, is a fairly passively determined 
magnitude. It is a difference magnitude which 
is governed by positively consumption and by 
real income. The other main point is that saving 
will usually have a tendency to be greater than is 
compatible with economic stability in a state of 
full employment. 

It is obvious that with such an attitude no in- 
terest will be taken in any kind of efforts to 
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promote saving. If saving will in fact by itself 
be so excessive as to be the direct cause of a cor- 
rective reaction in the shape of unemployment, 
then there are no grounds for stimulating it. On 
the contrary, supporters of this view may be 
rather aggressive in their attitude towards saving. 
There is no doubt that occasions have arisen when 
agitation hostile to saving has been built on rea- 
soning derived from the Keynesian line of thought. 

The Keynesian view of saving was evolved 
theoretically for a situation when there actually is 
a deficiency of demand and consequently unem- 
ployment. That was more or less the situation in 
most countries in the 1930s. The war brought with 
it a radical change in this respect. The deficiency 
in demand was changed in the course of a short 
time to a general excess of demand. Keynes him- 
self was of course aware of the special conditions 
that were necessary for his view of saving, as 
expressed in the “General Theory”, to hold good, 
It will suffice to mention that at the beginning 
of the war he proposed the introduction of an 
extensive system of compulsory saving. Many of 
his supporters, however, have by no means dis- 
played the same understanding of the change in 
the situation. This has had a far-reaching effect on 
post-war economic policy. With the prevailing 
general shortage of goods, a rational economic 
policy should aim at stimulating real saving by all 
possible means. 

If one considers the course of events, one may 
observe that only in the two last post-war years 
has there on the whole been talk of general 
measures to stimulate saving in the economic poli- 
cies of individual countries. Had such measures 
been proposed in 1945 and 1946 they would 
certainly have met considerable opposition from 
persons who still were strongly influenced by 
Keynes’ original ideas on saving. 

Here we have evidently one of those occasions 
which are not so unusual, where Keynes’ ideas 
have had what most people now would regard as 
a certain injurious effect, though Keynes himself 
cannot be held directly responsible. In his original 
presentation he carefully stated the assumptions 
on which his conclusions were based, but he left 
the qualifications in the background, because they 
were not of essential importance at the time he 
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wrote his book. His followers, however, have 
made the mistake of utilizing his main conclusions 
without giving sufficient consideration to the modi- 
fications which, as Keynes himself has pointed 
out, can no longer be kept in the background in 
the new state of affairs, but on the contrary must 
be held to be of prime importance. The unhappy 
results in this connection, therefore, are mainly due 
to the disciples not having the same flexibility of 
thought as the master. They have remained ob- 
sessed by an opinion which may have been of the 
utmost service as a guide ten or twelve years ago 
but is quite out of the picture in these days. 


Low Interest and Abundance of Money 


From the theoretical point of view, Keynes’ 
interest theory is his most interesting contribution. 
It has also been of practical importance as a 
support for the arguments in favour of a policy 
of cheap money. Of course, this policy had become 
effective in many countries already in the 1930s, 
but is was Keynes who first gave it a fundamental 
explanation. 

Effects of the Keynes interest theory may, how- 
ever, also be traced in another field. His main 
thesis was that the state of liquidity in the com- 
munity is decisive for the rate of interest. Low 
interest rates, therefore, can only be maintained 
by a high degree of liquidity. This means in turn, 
among other things, that the amount of money 
in circulation must be comparatively large. 

Wartime financing left the European countries 
with a fairly definite problem. The amount of 
money of all kinds in circulation had been in- 
creased quite excessively. After the war ended, 
therefore, it should have been an important task 
to correct this disproportion. Indeed, many coun- 
tries have carried out more or less extensive mone- 
tary reforms. Opposition to this policy, however, 
has sometimes been quite strong and has in many 


instances led to the measures being considerably 
curtailed. This opposition has mainly been found 
among persons with Keynesian ideas. They have 
seen in the reduction of the means of payment a 
danger to low interest rates. Of the two evils, high 
rate of interest or abundance of money, they have 
deliberately chosen the latter. In this way the 
foundations have been laid for a prolongation of 
the state of latent inflation, with all its harmful 
effects. 

In the Keynesian system of analysis the level 
of income is the principal determinant of aggre- 
gate demand in the community. The amount of 
money in circulation has according to this view no 
direct influence on demand. In the post-war pe- 
riod, however, it has been obvious that abundance 
of money is a factor which unquestionably sti- 
mulates demand. This stimulating effect has 
indeed been so strong that even a production ex- 
ceeding the pre-war level has not been able to 
overcome the shortage of goods. If one accepts 
this fact, then the conclusion must be drawn that 
an abnormal supply of money is one of the ele- 
ments affecting demand. If this is granted, then 
the monumental simplicity of the Keynesian ana- 
lysis breaks down. Deficiency of demand, the 
source of chronic unemployment, is not an in- 
tegral part of the highly capitalistic system. It is 
dependent on a number of circumstances which 
may be affected by other factors than those in- 
dicated by Keynes. 

On this basis one arrives finally at the conclu- 
sion that the practical consequences which can be 
derived from Keynesian theory only apply in full 
to certain given conditions. We are living at pres- 
ent in a situation with essential aspects which 
do not correspond to these conditions. Therefore, 
an unmodified Keynesian analysis must be of 
limited value as a guide for the solution of the 
pressing problems of today. 
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GAPITAL INVESTMENT OF THE SWEDISH 
INSURANCE COMPANIES 


BY GUNNAR ERICSSON, ACTUARY, SVENSKA PERSONAL- PENSIONSKASSAN 
(SWEDISH PENSION ASSURANCE SOCIETY) 


Assets of the American life assurance com- 
panies grew in the period 1937—1947 from 26,2 
to 51,7 milliard dollars, i. e., by 97 %. In 1947 
the capital of these companies thus amounted to 
about 1,300 kr.” per head of the american popu- 
lation. 

These figures are of interest when making a 
study of developments in the same period on the 
Swedish insurance market which, like the Ame- 
rican, was not unaffected by the war conditions 
of 1939—1945 and the inflationary pressure that 
followed. The figures given in the following apply 
to Swedish insurance companies in all branches of 
insurance, and this should be borne an mind when 
comparing them with the particulars stated above, 
which only apply to life assurance in America. 

Assets of the Swedish insurance companies 
increased in the period 1937—1947 from 3,53 to 
6,84 milliard kr., i. e, by 94 %. In 1947 the 
capital of the insurance companies therefore re- 
presented an average of about 1 000 kr. per in- 
habitant of the Swedish people. It is particularly 
interesting that the annual increase of capital in 
the Swedish insurance companies appears to be 
proceeding at an ever growing rate. In 1940 the 
capital increase still amounted to about 200 mil- 
lion kr. In 1947, however, the capital increased 
by no less than 505 million kr., representing some 
8 % of the assets as at the opening of the year. 
The corresponding figure for the American life 
assurance companies was about */, % lower, or 
7,4 To. 

The above figures for the Swedish insurance 
companies show quite clearly the great import- 
ance of insurance business for the community, 
whether one considers the magnitude of the de- 


x Cf, »The Index», published by the New York Trust 
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mand for insurance appearing on the market or 
the constantly increasing contribution which the 
savings put into insurance make to the country’s 
supply of capital. Insurance business in recent 
years has also come to assume a central position 
in the general political and economic debate, in 
the course of which very. extensive demands have 
been made for Government intervention. In the 
course of the 1940’s very important and compre- 
hensive legislation and inquiry has been completed 
by degrees. A new Act on insurance business came 
into force in 1949, a report on principal outlines 
for insurance business has recently been presented 
by a Government Commission and another com- 
mission is at present engaged on the question of 
the organization of a general pension system in 
the future (including pensions for employees). 
The 1949 Act on insurance business, compared 
with the last Act in force, that of 1917, in addition 
to new features respecting investment of capital 
(see below) contains new provisions governing 
purely technical matters. There is great importance 
also in the new clauses regarding concessions and 
— for life insurance — the newly adopted prin- 
ciple of reasonable charges. Concession to carry 
on insurance business is granted by the Crown 
and before it is granted it is considered whether 
the contemplated business is to be regarded as 
necessary and also whether it is likely to con- 
tribute to promoting sound development of in- 
surance generally. On the granting of application 
for concession, which must be made even by in- 
surance companies already in business, care is to 
be taken that the insured are given occasion to 
exercise an influence on the management of the 
company. The principle of reasonable charges 
means public control to ensure that insurance is 
provided at a cost that as reasonable in view of 
the nature of the insurance (exaggerated margins 


g2 SKaNDINAVISKA BaNnkEN 


for safety are thus not permitted). The insured 
should in principle benefit by any profits earned. 

In the report referred to above concerning the 
future organization of insurance business, in 
which the question of socialization was also con- 
sidered, there is on the whole — except regarding 
traffic insurance — no alteration recommended in 
present conditions. Thus socialization has been 
rejected in principle by a unanimous commission. 
As regards traffic insurance, however, the major- 
ity of the commission recommends the formation 
of a State monopoly. In general, persons taking 
insurance should obtain influence on the manage- 
ment of the companies. A reduction in the number 
of undertakings is also recommended. In ad- 
dition, it is recommended that the aforesaid 
principle of reasonable charge should be extended 
also to apply to the field of insurance against dam- 
age. A very thorough examination of the capital 
investments of the insurance companies has been 
undertaken in the report, but no cause for criti- 
cism has been advanced. 

The capital in all insurance business comprises 
both a fund to meet calculated future payments 
(“insurance funds’) and consolidation funds 
(“surplus funds’), intended to be drawn on if 
the actual course of events turns out less favour- 
able for the insurers than was calculated. 

By the Act of 1917 on insurance business the 
insurance fund of a life insurance company should 
be made up of assets mainly of the following 
kinds: 

a. Bonds issued by the State, certain mortgage 
institutions and local authorities and also 
railway, industrial and foreign bonds equi- 
valent in nature and security to the above- 
named, 

b. certificates of credits with banks and 

c. mortgage deeds for real estate within °*/s of 
the value of the latest assessment for taxa- 
tion. 

The above regulations regarding capital invest- 
ments are to be found in the main unaltered in 
the 1949 Act on insurance business. An addition 
of importance, however, has been made by a pro- 
vision that an amount equivalent to not more than 
one tenth of the insurance fund may be invested 
in other kinds of securities than those enumerated, 


but not in shares of joint stock companies. As the 
total insurance funds of the Swedish life as- 
surance companies amounted at the end of 1947 
to 4374 million kronor, the more liberal measure 
for capital investments will concern a sum of 
about 500 million kr. 

The whole assets of the insurance companies 
amounted at the close of 1947 to 6,84 milliard kr. 
This amount agrees almost precisely with the 
assets of savings banks at the same time, while 
the assets of commercial banks then amounted to 
10,05 millard kr. 

At the beginning and close of the 10 year period 
under review, */:: 1937—"/» 1947, the assets of 
the insurance companies had the following com- 
position. 


Insurance Companies’ assets 1937 and 1947. 


31/42 1937 /as._ 1947 
Mill. , Mill. : 
=). & le 
1. Cash in hand and at bank. . 145 42 240 3.5 
2. Bonds «.. 0- i. us & oA) ¢ un, XSi ESO age 
3. Swedish municipal loans . . 196 5.6 22:5 32 
4. > mortgage loans 1.192 33.81.841 26.9 
5. Other securities ...... 206 5.8 410 6.0 
6. Loans against insurance poli- 
cieS as security - «5 » » + 195 5-5 204 3-0 
7g SINCE SERGE co Mad mie Naame ieee 1327 Rik 3.2 
8. Value of re-insurers’ responsibil- 
ity in oe oe eee eee 212 6.0 520 7.6 
9.” Obber assets” 2 Se Se 166 4.7 330 48 
Total 3.531 100.06.838 100.0 


From the above table it will be seen that bonds 
and mortgage loans, both now and before the war. 
take up a predominant position among insurance 
company assets, representing about */; of all as- 
sets. If assets such as cash, advances against in- 
surance policies, value of re-insurers’ responsibi- 
lity and the like are left out, we find that bonds 
and mortgage loans represent about 80 % of the 
real investments of capital. It may also be seen 
that the importance of bonds as investment has 
increased particularly, which of course is related 
to the considerable Government borrowing in this 
period. 

Apart from a small item of 3 million kr, bonds 
with the small local companies, which have no 
articles of association, the bond holdings of the 
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insurance companies at the end of 1947 were 


— Mortgage loans as at gil12 of Swedish insurance 
distributed in the following manner. 


companies (excl. small local companies) distributed 
according to nature and location of the property. 


Bond holdings of Swedish insurance companies (ex- 
cluding small local companies) on 31/12 1947. 


Million kr. 
Book Market 
vaiue value 
Z. In Swedish currency 
Government and Government guaran- 
teed bonds Sees Be 1.287 L837, 
fiveasury bills: 3993) 4 ww eee te os 141 
Mortgage institution bonds . .. - 755 784 
Municipal and municipal guaranteed 
OC SMMRIM skater ¥<, 0 hcg' est sts 214 222 
Transport company bonds . . . . 26 27 
Industrial company bonds ... . 330 343 
Other bonds)... 0. < 2 6 se - 72 97 
Total I 2.825 
Il, In foreign currency Total II 39 53 


Grand total 2.864 


The insurance companies’ holdings of Swedish 
bonds at the end of 1947 represented about 25 % 
of the whole stock of Swedish bonds in circula- 
tion, then amounting to about I1,5 milliard kr., 
not including holdings by the Riksbank. The in- 
surance companies’ investments in bonds are di- 
stributed fairly evenly over various kinds of 
bonds, constituting according to one estimate 23 
—29 % of the bonds in circulation of various 
categories. 

Mortgage loans constitute the next largest item 
among insurance company investments. An app- 
roximate calculation has given the result that the 
insurance company mortgage loans corresponded 
at the end of 1946 to about 20 % of loans granted 
by all credit institutions on the real estate market. 
This does not include loans of mortgage institu- 
tions on the basis of borrowing by these institu- 
tions against bonds, which found takers also 
among insurance companies. That their share in 
mortgage loans is less than their share in the 
whole stock of bonds is connected with the fact 
that the insurance companies have to a large 
extent confined their real estate loans to the big 
towns, particularly Stockholm, where most of the 
large insurance institutions have their head offices. 
The above circumstances are clearly evident from 
the following specification of mortgage loans ac- 
cording to the nature and location of the property. 


Mill. kr. % 
Nature of property 
Housing property . - 1.475 80.2 
Office property... ... 184 100 
Factory property .. +. .- 109 5-9 
Agricultural property. .- - 10 0.6 
Forest property... +. - Il 0.6 
Other property .....-- 49 27 
Total 1.836 100.0 
Location of property 
Stockholm ; 1.116 60.8 
Gothenburg ....-..- 172 9.4 
(VialmaGecme scene enn re 52 2.8 
Other/cities: =o 2 ew. 307) 21-6 
Market towns... +. -~« 13 0.7 
Rural districts... = = - 86 4.7 
Total 1.836 100.0 


Among the other large items of investment may é 
be noted the holdings of loans to local authorities 
at 215 million kr., of which 190 millions or about 
88 % is represented by loans to towns. 

Assuming that all the insurance companies, in- 
cluding also the smaller local companies excluded 
above, show the same relative distribution of 
their assets over the different borrowers, there is 
finally obtained the following abridged statement 
of assets for 1947. For purposes of comparison 
the corresponding figures for 1937 are given. 


Assets of Swedish insurance companies distributed 
according to the kind of borrower. 


3/ta 1937 3*/1a2 1947 


Mills Fo, Mies 

ie ae kr. &% 

Cash in hand and atbank.. . - 145 4.1 .240 3.5 
Loans to the Swedish Goverement 183 5.2 1.430 20.9 


dapat » municipalities 287 8.1 429 6.3 
mortg. inst. and mortg. 


1.647 46.7 


» » 
loans 2.597 12.8 


Loans with security in insurance 


policies os Saga ota 195 5.5 204. 3.0 
Other loans (to industrial and traf- 

fic undertakings etc. «++ - 564 16.0 877 12.8 
aalmstated) «0 ee lose oe ww 192, Soe el tees 
Re-insurers’ responsibility . . - 212 60 520 7.6 
Other assets ..- +--+ > 166 4.7. 330 48 


Total 3.531 100.0 6.838 100.0 
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Loans to the Swedish Government are entirely 
dominating in this connection, which is hardly to 
be wondered at in view of the stresses due to 
political international events in the past 10 years. 


In the ten year period under review there have 
occurred, as may be seen, extremely pronounced 
changes, both in the absolute and the relative fi- 
eures. Three items have risen regarded relatively. 


COMPANY BALANCE SHEETS FOR 1948 


In the issue of this Review for October 1948 
a report was given of a survey of official balance- 
sheet figures for 1947, mainly covering industrial, 
trading and transport concerns whose shares are 
quoted on the Stock Exchange. A similar survey 
has now been made of the annual reports for 1948 
and, owing to the uniformity in presentation of 
accounts brought about by the new Companies 
Act, it has been possible to obtain comparative 
figures covering 1947 and 1948 for a larger num- 
ber of companies, thus enabling the present survey 
to comprise 70 companies as against 62 last year. 

A table which follows shows the balance sheet 
positions of the companies concerned at the close 
of the last two financial years. In comparing the 
various items on the balance sheets and_ their 
shares in the balance sheet totals, it should be 
borne in mind that the figures are based on dif- 
ferent methods of evaluation, partly due to taxa- 
tion regulations applicable and partly connected 
with the trading results of the different com- 
panies. As regards taxation, quite different rules 
of assessment are applied to buildings on the one 
hand and for machinery and stocks on the other. 
In general, no extra writing down is allowed on 
new buildings to counterbalance current high 
building costs, whereas more freedom is granted 
in assessing the other .assets cited. As a result, 
especially with undertakings that have done a 
considerable amount of building in recent years, 
the buildings are partly carried on the books at 
their present value, whereas machinery and stocks 
are valued appreciably below pre-war prices. It 
should also be stated that values for plant include 
real estate entered in the books on the basis of 
actual cost at the time of acquisition and, in view 


of the heavy fluctuations that have taken place 


in the past half century, especially as regards © 


forest estates and building costs, it may safely be 
assumed that the figures in the abridged balance 
sheets do not represent any uniform money value. 
Still, though it may not be possible to take the 
figures in the statement as basis for any very 
detailed analysis respecting financing and the like, 
yet the figures of our material do present quite a 
deal of interest when it is a question of con- 
sidering how the balance sheet positions have been 
affected by the activities of 1948. This is because 
the above-named obstacles to arriving at a sure 
estimate are less operative when comparisons 
cover the accounts for two successive years. 


Incr. (+) 
7947 1948 or decr. (—) 
Assets Million kronor 
Trading, assets * (in, 5 6 « aOGe. 3,040 + 186 
Including stocks of goods (959) (1,009) (+ 50) 
Assets in plant . <. <2 a,95S 2,896 + 140 
Total assets 5,609 5:936 + 327 
Liabilities 
Short term liabilities. . . 1,273 1,270 —= Ss 
Long term liabilities . . . 933 1,147 + 214 
Including funded for pen- 
sions eh OP (140) (172) (+ 32) 
Share ’capital® 3" a <5) 3.408 3,519 + 116 
Total liabilities 5,609 5,936 _ aay 
Profits retumed ..... 257 238 — 19 
Dividends distributed . . 158 165 LS 
Dividends in % of share 
Capital Age ees 4.6 4.7 + O1 


Assets in plant show a net increase, despite 
depreciation, of 141 million kr. The greater part 


"After payment of dividends 


=—— °c 
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of the increase applies to iron and steel works and 
the metal and engineering industries. The increase 
of assets in plant could be financed to the extent 
of 116 million kr. by the additions to the share 
capitals of the companies. Respecting this 116 
million kr. increase of capital, 73 millions was 
derived from undistributed profits of the com- 
panies placed to reserve and 21 millions came 
from the amounts obtained from issues of new 
shares. The remainder of the increase is repre- 
sented chiefly by funds held for investment (in- 
cluded in the table under share capital, though not 
subject to taxation) and to surpluses from tax- 
ation reserve funds transferred to capital account. 
That part of the increase of assets in plant which 
is not covered by the capital increase shown in 
the books has been financed by long term bor- 
rowing and this has also been sufficient to finance 
the rise in trading assets. The heavy increase in 
long term loans is due to bonded loans contracted 
in 1948 and the considerable allocations in 1948 
for pensions purposes. The survey of the balance 
sheets indicates that the financial position of the 
companies is to be considered as very good. Thus 
the book value of trading assets exceeds the total 
for outside liabilities by 623 million kr. 

The published net profits, amounting in 1947 
to 257 million kr. and in 1948 to 238 million kr. 
do not in themselves provide much guidance for 
judging yields from operations, as no account is 
taken in them for writing off included in the 
balances, allocations for pensions purposes and 
variations in the hidden reserves. In fixing the 
amounts for writing off in the official balance 
sheets the companies generally follow the prin- 
ciple applied in assessment for taxation, where the 
writing off is always based on the original cost 
of acquisition, whereas to enable production ca- 
pacity to be retained the writing off should be 
reckoned on present replacement values. The 
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State Railways Board has recently recommended 
a revision of writing off for the State Railways 
in this sense, and this would mean that provision 
for writing off for the State Railways for the 
present financial year would need to be raised 
from 53 million to 94 million kr. It would be no 
exaggeration to state that a revision of the private 
companies’ writing off in the same manner would 
lead to quite different figures of profits than 
those now current. I view of the risks that 
funds put to reserve for depreciation on the 
basis of original acquisition value will not be ade- 
quate for the renewal of plants, it should be to 
the interest of the Government to allow depre- 
ciation for taxation purposes by industrial con- 
cerns on the basis recommended by the State Rail- 
ways Board. Alterations in hidden reserves are 
also very hard to determine and in the present 
situation the difficulty would appear to be almost 
insurmountable in view of falls in prices that 
have already taken place and that may be ex- 
pected. One has only to consider pulpwood, for 
which 1948 prices do not at all agree with present 
pulp prices and for which next season’s prices 
are still not known. The amount distributed as 
divident in 1948 represents 69,3 % of the profits 
published and the increase compared with 1947 is 
due to the fact that Tandsticksbolaget (The Swe- 
dish Match Co.) has now resumed the payment of 
dividends. 

A survey of the returns, now compulsory, of 
the numbers of employed and amounts paid out 
in wages and salaries furnishes the information 
that the mean number of workers employed — 
some 150000 are concerned — in 1947 and in 
1948 was practically the same and that the mean 
wages rose by 11 %. For other employees an 
increase in number of 2.4 % is reported and in 
their case the mean salaries rose by 9 %. 


N.C. 
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THE ECONOMIC SITUATION DUBRINGATEE 
THIRD QUARTER OF 1949 


The General Situation. Following suit to the 
depreciation of the dollar value of the European 
currencies Sweden has found it natural to main- 
tain unaltered exchange rates in relation to our 
most important trade currency, the pound sterling, 
and thus to the currencies of our neighbouring 
countries. Sweden and the other countries who 
have retained an unchanged sterling rate thus 
form an extended sterling area, in which the 
adverse effects of devaluation will be less marked. 
Ultimately it is the high costs of production that 
provide justification for the lowering of the 
dollar value of the krona and other currencies 
by 30,5 %. As regards Sweden, it is not possible 
yet to survey the consequences of the depreciation. 
Imports in hard currency cover only some few 
foodstuffs, of textile material chiefly cotton and 
in addition coffee, petrol, oils, possibly fossil fuel 
besides metals and machines. A great deal depends 
on the trade agreements. It is probable that a rise 
in the cost of living index is not unavoidable. Pos- 
sibly exchange difficulties may delay the lifting 
of the few remaining rations, including coffee and 
petrol. 

Of the long list of rationings from the war 
years almost all have now been cancelled, which 
provides evidence that the supply position has ap- 
preciably improved, despite the lowering of the 
standard of living caused by the import restric- 
tions applied up to now. Compared with last year 
there has been a decrease for the first 8 months 

foreign Trade. (Million kr.) 


(Thin lines denote current 12-months’ averages.) 
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of this year of 539 mill. kr. in imports and an 
increase of 192 million kr. in exports. Thus the 
value of domestic supplies of commodities has been 
lowered owing to these changes by 731 million kr. 
The increases in production that have occurred 
are more difficult to estimate in figures, and any 
forecast, even to cover a short period, is partic- 
ularly difficult in the present economic situation. 

Nevertheless, production has made advances in 
many respects. The prospects of yet another good 
crop have shown themselves promising and in 
many parts of the country the late summer 
brought with it excellent harvest weather, good 
regrowth of pasture and exceedingly plentiful 
supplies of fruit and vegetables. Rainfalls in the 
spring, also, had ensured supplies of electric 
energy and by changing over to liquid fuel the 
costs of production for many branches of industry 
have been diminished. On the whole it has been 
possible to maintain industrial production both 
for export and for domestic consumption; iron 
and steel, for example, are now providing close 
upon */s; of our consumption. A pronounced in- 
crease in the supplies of goods intended for con- 
sumption has certainly arisen because producers 
and merchants have sought to reduce their stocks 
and because industry owing to diminished pur- 
chases of machinery etc. had to bear a good part 
of the lowering of standards resulting from de- 
crease in imports. 

The price and wages stop existing up to now 


Position of the Riksbank. (Million kr.) 
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has meant that prices and cost of living have on 
the average remained practically unaltered since 
the end of the first half of 1948, whereas wages 
are estimated to have risen in one year by almost 
3 %, or some 400 million kr. Continuation of this 
stabilization policy has now been made possible 
by providing agriculture with an improvement of 
income amounting to 66 million kr. in the form of 
Government subsidy, whereby costs of living have 
not been made dearer. After the devaluation of 
the Krona the big wage-earners organizations have 
reconsidered a continuation of the wage stop for 
the year 1950 and a support to the policy of 
tying down of prices, wages and share dividends. 

On the other hand the stabilization policy has 
not undertaken the task of tying down Govern- 
ment expenditure to a limit governed by the reve- 
nue position. Following the prevailing practice 
there is not given any satisfactory comparison 
between the real cash revenue of the Government 
and its real cash expenditure under the working and 
capital budgets and under the older reservation 
and investment appropriations. The Institute of 
Economic Research, however, has made an investi- 
gation in wich the deficit for the total budget for 
the budget year July r948—June 1949 is estimated 
at a minimum of about 550 million kr., chiefly 
due to utilization of funds on the older reservation 
and investment appropriations. Owing to this bud- 
get deficit, the market and in the last case the 
banks have been provided with money to ap- 
proximately the same amount, thus making more 
difficult the credit rationing recommended and 
etasblishing a latent inflation. 


Federation of Industries Production Index. 
(1935 = 100.) 


General Index. 
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Iron and Steel Industry. 


In the retail trade a decrease in turnover was 
observed in the second quarter of this year com- 
pared with last year for those branches that are 
affected by building restrictions, such as hard- 
ware, fittings, furniture and carpets, household 
requisites etc., and also as regards trade in 
luxuries and dispensible articles, such as furs, 
jewelry etc., and even certain kinds of clothing 
goods. For foodstuffs the turnover has risen, 
partly under the influence of certain rationed 
goods being made free. The international fall in 
freights and in prices of raw material and fuel 
has abated, as is known, or partially stopped, so 
that more or less stable retail trade prices were 
reckoned with for the near future, until the de- 
valuation of currency made the situation more dif- 
ficult to judge. 

A firmer tendency of prices has set in on the 
export market and this has made itself apparent 
even for paper pulp. The movement of export for 
a number of the important groups of commodities 
is given below for the first seven months: 


Exports Fanuary—Fuly 1948 and I949 


1948 1949 gecr, aie 
Iron ore .- - Mrooot 6283) 7 186) yer 
Sawn, unplaned wood- 
goods . ; . 1o00oom? 748 960 + 28 
Other woodgoods .. .- > 165 539 +227 
Mechanical pulp . BIT OOO ts wl I 4jOu me 220.0 se cerLE 
Sulphite pulp ....-- > ier Beles = Shy 
Sulphate pulp ..--+- »? 326.65 1200; 8 Ss5 
Newsprint. . +. ++ - > 98,37 121,92 + 24 
Other paper and cardboard» 288.38 252\300 — 12 
Pighizon ) see ate & > 13,73° 22,71 + 65 
Wrought iron and steel . > 30,02) 990,21 peta yas 
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For the five engineering industries which manu- 
facture ball bearings, internal combustion engines, 
separators, telephones, electric generators and mo- 
tors the export value increased during January— 
July from 118,2 million kr. to 136,6 million kr., 
or by 15,6 %. The shipbuilding industry’s deliv- 
eries of cargo ships increased from 88,44 to 144,96 
million kr., or by 64 %. 

Our foreign trade therefore has been favoured 
by fairly good demand for our export goods. 
Distribution of foreign trade among our 12 most 
important trade partners was as follows. 


Foreign Trade with the Most Important Countries 
Fan.—Fuly 1948 and 1949. 


(in million kr.) 


Imports Exports Trade balance 

1948 1949 1948 1949 1948 1949 
Greateeritain ane OOm 4OIrS 246039700) 130-8 04! 
WniteduStatesi 5.) 508.9232) 20655102) =—— 302 — 7130 
INOS 6 2 0 Bt 72a LO2 eee 2/1 OS Mees 2 
IEC 2 a OG AQ UATE 545 et 34a San a7 
Watney 2 6 5 a o 201 148 133 107 — 68 — qt 
Netherlands e134 118 128) 108) — 6" — 10 
Polaid iam am imei TO 7p A Tee S aS en OOO 
rance amet: 1-0 143 110 123 102 — 20 — 8 
Denmark. es 7 SOMO Man Amn Lom O20 
WI 6G. & 58 6 POT O2 9053 mio S me] 4 a OO Baa) 
INTIS 5 Ge Be Soe os On Ab 8h a 
Brazilian re 55a OS eee LO) 0047) eee Cee 


It will be seen from the above figures that a 
good trade balance has arisen in relation to other 
countries. The two greatest exceptions are the 
United States and Norway. In the former case the 
import surplus, 130 million kr., is essentially a 
result of the fall in paper pulp exports, app. 100 
million kr., while in the latter case there is an 
export surplus which for the greater part has 


Industrial Share Indices. 
Home Market Industry. 
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arisen from deliveries of ships and which is regu- 
lated by utilizing Marshall money. Another point 
to be noted is that Norway and Bizonia now have 
moved up to 3rd and 4th place respectively as 
regards magnitude of trade with Sweden (import 
+ export). Europe is now supplying 66,5 % 
(last year 59,3 %) of our imports and receiving 
74,7 % (last year 66,5 %) of our exports. 

In the last few years foreign trade amounted to 
the following sums for the period January—Au- 
gust. 


Surplus of 

exports (+) 
Imports Exports ae: 

imports (—) 

Million kronor 

Jan-—Aug-11930 # eae) BENS SO 1 253 — 306 
> >» 1945 --- 474 770 + 296 
> | 3646. . =e" 2ogt I 600 — 47i 
> 42 IT a 328s 1 883 —I 400 
> S< F948)... ew -F Shy 2 390 — 927 
> > 1949 2778 2 582 — 196 


Thus for the first eight months of the year 
there was an import surplus of 196 million kr. 
as against I 400 and 927 million kr. respectively 
for the same period of 1947 and 1948. The pro- 
nounced improvement in the trade balance is, how- 
ever, chiefly a result of imports being cut down 
by 539 million kr. If the large sums which flow 
in from foreign shipping are considered (the 
net return from shipping per year is at present 
reckoned as 510 million kr.), receipts and ex- 
penditure in foreign trade transactions will prob- 
ably balance fairly evenly just now. 

The Riksbank’s gold and foreign exchange re- 
serves reached a low water mark in April but have 
since improved. In August this year the net re- 
serves went beyond 700 million kr. for the first 
time since December 1947. 


Bank Share Index. 
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The Riksbank’s Gold and Foreign Exchange 
Reserves. 


(Million kronor) 


Foreign Exchange Gold 

Assets oe Net eS Total 

Dec. 31,1947 - 510 = 165 345 379 724 
Sept. 30,1948 . 361 248 113 290 403 
Jan. 31, 1949 - 438 103 335 289 624 
mprlingo, > -.. . 372 196 176 287 463 
MaveSig =m |... 432 186 246 257 503 
June, 30,°-2 =. 499 168 331 256 587 
july 30, > . 5$67 169 398 255 653 
PONS tor 2 ... 646 180 466 255 721 
Bente L55: 29) 715 183 532 254 786 
>» 30, » ~. 813 245 568 365 933 


How these reserves were distributed over gold 
and other kinds of foreign exchange has only been 
made known as‘ regards conditions at the end of 
the year and the half year. 


“71: 3/10 3°/6 31/t0 3°/6 
sag acon 1947 1948 1948 1949 
Con =. 379 307 290 256 
es dollars. =... 3 13 113 149 
English pounds. . ahh 230 214 296 
Other currencies. . 156 77 85 54 
Total (gross) 889 627 702 755 
Krona liabilities. . 165 241 Q7 168 
Protaliinet) 59. 4° - 724 386 605 587 


Note. The total foreign exchange reserves of the Government 
institutions comprise in addition the National Debt Office’s 
foreign exchange reserves (on 30. 6. 1949, British and French 
treasury bills for 109 and 45 million kr. respectively) and 
the balances of various clearing accounts. 


Thus the gold and US dollar reserves were un- 
changed at the beginning and end of the first 
half year at about 400 million kr. 

Banking as a whole is characterized by a strong 
inflow of deposits. In the commercial banks, the 
84 largest savings banks and the post office 
savings bank deposits increased during 1948 by 
675 million kr., in the first half of 1949 by a 
further 600 millions and in the months of July— 
August this year by 350 million kr. For the com- 
mercial banks the increase in deposits has amount- 
ed since the opening of the year to 476, for the 
savings banks to 312 and for the post office 
savings bank to 160 million kr. The explanation 
of this inflation in deposits is chiefly to be found 
in the large deficits in the total Government bud- 


get pointed out by the Institute of Economic 
Research. As regards the savings banks the im- 
provement in the financial situation of the farmers 
would seem to have contributed. The increase in 
deposits in commercial banks has in part repre- 
sented funds from foreign exchange sales by ex- 
porters and shipowners, which has proceeded on 
a large scale and, in respect of sterling amounts, 
was at times hastened by apprehensions regarding 
devaluation of the pound sterling. There has also 
been a certain amount of influence from the libe- 
ration of money due to reduction of stocks and 
deferment of projected investments. 

Advances by the commercial banks on the other 
hand have altered but little since the beginning of 
the year. An analysis made by the Bankers’ Asso- 
ciation of the distribution of advances over bran- 
ches of trade and industry shows the following 
summarised result : 


June 1948 June 1949 
Mill. kr. % Mill. kr. % 
invebGios A 6 eB o Bae 5 1996) 25.5 2,058 26.8 
CEQd ES te a el eee D512 14.7 hee Ae! 
Municipalities, communica- 
tions, credit institutions, 
insurance © =) ses a 093 8.8 576 Vis 
Agriculture eer one 561 ine <194) geee5 +O 
Housing credits . 2 393 30.6 2245 29.3 
Personal and sundry credits 1038 13.2 T0205 13.4 
7832 100.0 7666 100.0 


The decline in housing credits is an obvious 
result of building activity being now for the greater 
part carried on by municipalities and municipal 
undertakings. Because of this the banks are not 
so often called upon for new credits for housing 
construction, whereas their old housing loans have 
been taken over by mortgage institutes etc. when 
the buildings are completed. Reductions in stocks 
and less activity in trade have also contributed to 
stagnation in advance business. A result of this 
dissimilar development in deposits and advances is 
that the surplus deposits of the banks are being 
placed for the most part in securities. Swedish 
bonds and treasury bills held amounted in August 
to 1 282 million kr. as against 806 million a year 
previously and 522 million kr. in August 1947. 


* Not comparable with last year owing to altered grouping 
of branches. 


eee 


Sxanpinaviska BaNnkKEN 


TOO 


Position of Commercial Banks. 


19 48 1949 
Assets (in mill. kr.) Aug. April May June July Aug. 
(Casitas eer oe. 368 ABSy 3078 63040373 548 
Treasury bills EVE} s00 6485 4534 424 609 
Swedish bonds. . . 433 620) 550) 0505) S5SmnLOrS 


Advances in Sweden 7923 7826 7861 7798 7824 7756 
Assets abroad . . . 193 195 218 211 190 169 
Sundry accounts . . 565 460 471 576 519 481 

Total 9855 9965 998210068 9 883 10 236 


Liabilities (in mill. kz.) 


Deposits in Sweden 7443 7 652 7689 7701 7552 7966 
Liabilities abroad . 464 478 454 439 436 412 

Share capital and 
reserve funds Nt OZONE 1091 el O21 103,05 11040) 1 008 
Sundry accounts. . 928 804 808 897 849 850 
Total 9855 9965 998210068 9 883 10 236 


Despite their present good liquidity the com- 
mercial banks are applying as from 1st October 
1949 certain improvements regarding interest on 
deposits. One measure, particularly directed to 
long term saving, is the introduction of a new 
savings deposit account with 2'/2 % rate of inter- 
est, intended for deposits by individuals of not 
more than 30000 kr. and with 6 months notice of 
withdrawal. The rates of interest for deposit ac- 
counts generally are also more differentiated than 
previously and they may be summed up as fol- 
lows: 


Rates of interest on deposits. 


Deposit accounts 
6 months notice (savings deposits with special 


GomebuloOnS) i ooo s a nn ce a cu 2/o % 

4 > AR uote Beha a ice cn cue en gh atte trea 2 % 

2 > Sash RS: FED? siete RMT Creme rere ren ee a ie 2 I % 
14 days 2a Pear eh. Meare ES Re « "lo % 
SORES CLOOIS 1 a Diane 
(CORBET 3 ne 6 Bo oe 


The Foreign Exchange Market. On 5th July 
Finland raised the exchange rates by 17,7 %, the 
rate for Finnish marks in Stockholm being there- 
by lowered from kr. 2,69 to kr. 2,27. The rate 
for escudos was changed in Stockholm during 
August from kr. 14,58 to kr. 14,50 to bring it 
on a parity with the rate for Swedish kronor 
in Lisbon, 

The devaluation of the pound sterling on 19th 
September had long been preceded by persistent 


rumours but all the same it came as a surprise on 
account of its magnitude. As there was uncertainty 
whether any devaluation of the pound would be 
followed by an equally great devaluation of the 
krona there had being going on extensive forward 
sales of sterling. The exchange rates in Stockholm 


before and after devaluation may be seen from- 


the following table. 


17/5 After 77/5 Change 
London - 2%. 4 £1 14.50 14.50%) — 
New York ... $1 3.60 5-18 (7°/5) + 1.58 
Paris = 3) 57 3 ValiGenizs 1.33 1.49 (77/5) + 0.16 
Brussels . . . . 100 BFrs 8.225 10.37 (77/o) + 2.145 
Zurich, « . . «200°Sis 83.70 119.70 (77/9) +36.00 
Amsterdam. . . 100 Hfl 135.90 136.55 (7*/9) + 0.65 
Copenhagen . . 100 DKr 75.05. “350g. yo 
Oslo” =S .. =P ae Ne Y255° OYRSG toe eed 
Reykjavik. . . . 100 [Kr 55-54; 55-9447 /s) ae 
Helsingfors . . . 100 mk 2.27 2.27 (fp) = — 
Prague :.7 0 "tek, INES 7.21 10.37 (7/9) + 3-16 
Lisbon. . . . . 100 Esc 14.50 18.15 (779) + 3.65 
Montreal . 1 Cane § 3.60 4.71 (7/9) + 1.11 


58.75 (4/s0) —17.25 
28.35 (3/s) + 8.60 


- 100 pesos 76 
- 100 cruzeiros 19.75 


Buenos Aires . 
Rio de Janeiro 
Berlin (clearing 


rate) . . 100 DM 16801 168.01 (73/.) — 
Moscow (clearing 

rate). . . . . 100 Rbl 67-93 97-73 (3/0) +29.80 
Rome (clearing rate) 100 Lit 22.08 22.08 (73/5) — 


The Stock Market. During the customary sum- 
mer calm the stock market has displayed a good 
undertone in spite of uncertainty concerning eco- 
nomic and exchange developments. Just as the 
heavy fall in prices in New York in June affected 
the Stockholm market, so there has been a gradual 
improvement in the trend of prices since the 
prices in New York have again stiffened. A 
certain amount of investment buying, some in con- 
nection with the redemption of Géteborgs Han- 
delsbank shares, has maintained prices at a steady 
level. The turnover was to begin with exception- 
ally low, except for the weeks around the rst Sep- 
tember, when turnover increased quite appreciably, 
with a tendency to a further stiffening of prices. 
The main reason for this increased turnover 
would seem to be that some investors found it 
advisable in view of rumours of an approaching 
devaluation to take precautions against a threat- 
ened deterioration of money value. The Stock 
Market adopted a completely waiting attitude in 


or QuaRTERLY Review. OcrToser 1949 IOI 
1939 1944/1945 1946/1947 19 48 1949 
foto loVelolol lol zlolslzlslelelsielzlg 
Share Index. a Fn On a a a Se sae lath oe _—__— 
Home industries . . . . . . - «| 175|| 168), 188] 192] 201 |] 161] 151) 152) 151 151 | 150)154|156) 155| 155) 149) 149 151153 
@ther-industries! 7°... +. & | 171] 195 | 220 228 ||.254 || 236) 221) 218) 220|221 || 221/225/227| 225 226| 215| 213| 216| 222 
Of which | 
Exporting engineering industries | 195 | 209 | 231 | 239 | 269 | 270) 250) 249) 253/255 | 259 260|260| 263, 267) 252| 255) 258| 265 
| Other, including iron and steel ind. 181 | 181 | 199 | 209 | 220 | 183 164| 163] 164164 || 165|172|174, 170) 166) 160) 159) 161 166 
Wood-goods and pulp ind. 124 || 160|| 190 || 200 || 22g | 205) 191} 193) 192) 189 || 189) 193|195 188] 189 183) 177) 180 186 
Combined wood and iron ind. | 200|| 288 || 318 || 344 || 321 || 281| 270) 271| 277/276 269|278\283) 287| 288 271| 265| 266, 269 
BeBanis a alates do) sah 3 Fe | 192 || 190 || 223 || 234 |} 241 || 201] 181] 178] 178|177 || 177 185185) 186] 182| 178] 176| 181 185| 
Note. Where not otherwise stated, the figures are for the middle of the month. 


view of the financial discussions between Bri- 
tain and the United States in the middle of Sep- 
tember. The exchange depreciation of 19th and 
2oth September produced an expression of sur- 
prise, despite it having been long anticipated, and 
led on those days to strong rises in prices with 
considerably increased business. The greatest rise 
in quotations occurred chiefly for the woodgoods 
and engineering industries, which were expected 
to derive advantage from the depreciation. In the 
period 15th June—2oth September the improve- 
ment in prices amounted to 3 % for industry 
supplying the home market, 3 % for other indus- 
tries and 5 % for the banks. On the basis of the 
latest dividends announced, the prices in the 
middle of September represented a yield of 4,6— 
6,3 % for engineering works, 3,7—5,2 for wood- 
goods and iron undertakings, 3,8—6,9 for ship- 
ping compamies, 3,9—4,7 % for holding com- 
panies and 4,6—5,6 % for banks. 


The Bond Market. In the first eight months 
of the year the national debt has mainly changed 
in the following manner: 


Increase ( +-) or 


Million kr. 3*/g 1948 3*/8 1949  aecrease (25 

Bond loans. ...++-+:- 7.451 7 126 — 325 
Other funded debt. . . 1493-1552 + 59 
Total Funded Debt 8 944 8 678 — 266 
Treasury Bills. ...-- 1 698 2 460 + 762 
Other floating debt 956 ) 905: © — 48 
Total floating debt 2654 3 368 + 714 

Total National Debt 11598 12 046 + 448 


The tendency has shown that the shifting over 
to more short term loans has continued, mainly 
by increase of treasury bills and decrease of 
bonded debt. The short term Government debt is 
decreasing in magnitude, however, as tax payments 
come in and in September there were redeemed 
treasury bills for just under 640 million kr. by 
using taxation funds flowing in. For the most part 
these transactions represent dealings between the 
National Debt Office and the Riksbank, which 
latter in the middle of September held Swedish 
treasury bills ands bonds for 2,85 milliard kr. 


Partly to provide for the commercial banks’ 
need for investment in short term loans the Riks- 
bank, as stated in the previous Review, began as 
from roth May to sell 2'/2 % och 2°/, % bonds 
for 5 and 10 years, the amount being 150 million 
kr. for each type. The former of these loans is 
now sold out and a new loan of the same type has 
been issued for an amount of 100 million kr. The 
bonds for the new loan have been acquired by the 
Riksbank from the National Debt Office in ex- 
change for bonds belonging to older loans. 


Borrowers other than the Government increased 
their bond debt in the first half of the year by 
about 200 million kr., or from 4,97 to 5,17 milliard 
kr. Of the outstanding bonds 3,28 and 0,86 mil- 
liard kr. fall to mortgage institutes and municipali- 
ties respectively. The industrial undertakings have 
‘ncreased their bond loans in the past three years 
from about 600 to about 1 000 million kr. Recent 
issue business has been very restricted and the fol- 
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lowing are the only large loans that have been 
offered on the market. 


New Issues in the Third Quarter of 1949. 


Amount 


Interest —--. Issue 
of issue : 
rate : price 
in y 10 mill. iw 
in v7 kr. 
AB Svenska Metallverken . .... 37/4 IO 1007/2 
KeramrorsAbinpaeiten Gee cre toe seat: one 
KampenhofssABy Gass). 92 <>. «© (31/4 1 1007/2 
Nordiska Maskinfilt AB ...... gue 2.5 “1Gt 


Notice of redemption has been given for the 
following loans without any offer of conversion 
being made: 

* In conjunction with conversion of 3'/2 % loan of 1937. 


Issue price on exchange for the older bonds 1007/2 % and for 
new subscription 101 %. — 7 Sold privately. 


Notice of re- 
demption on 


Svenska Bostadskreditkassan 4"/s % 1939 15.10. 1949 

Géteborgs Intecknings Garanti 
AB 3 % 1945 Ser. XXXV I.I. 1950 
Sédra Dalarnes Jernvagsaktiebolag 3*/2 % 1935 I.1I. 1949 
15.1. 1950 


Kampenhofs AB 37/2 % 1937 
* Nom. Kr. 2.000 000:— of Kr. 5 Coo 000:— outstanding. 


In addition Stockholm City has given notice of 
redemption on 15th December, 1949, of its 1939 
4 % \oan, of which 23,5 million kr. is outstanding. 
Holders of the bonds have been offered conver- 
sion at 100'/s % against marking down of interest 
from 4 to 3 %. 

Since the end of June quotations have been 
under the Riksbank’s control and extremely few 
alterations in prices have occurred. 
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Some Statistical Data Concerning Sweden’s Economic Position. 


I. The Riksbank. (Amounts in million kr.) 


Assets - Liabilities 
sf Bed sad wees ces acme Sa os a | Bonds and | Domestic | Note | Foreign as badd Satin ae vila | 
S Gola! Bs are A Total ‘Treasury Bills} Bills || Circulation | Debt State |\Commercial| Other Total 
xchange Banks 
| 
I 332 | 834 2 166 100 13 g8o 84 | 18 428 3 849 
2024 85 2 880 434 rf 2 782 98 31 a ee 953 
1371 712 2 083 1 544 49 2 377 174 | 706 84 85 875 
379 sto BBg) | 3747 38 2 895 165 | 631 197 72 899 
‘ py | a | ~ ee 


1949 1948) 1949| 1948| 1949 | 1948) 1949 | 1948 1949 | 1948| 1949 1948 1949 1948, 1949 
| | En v ihe send sat vee | 

289| 497| 438 | 871| 727|2520| 2948| 45| 68 |2734| 2.934| 178| 103 | 613| 728 | 89| 129) 74| 99| 776) 936 
363 289| 466 419 | 831 708 |2085| 3149; 37| 532730) 2.952| 181| 142 | 634| 693 | 191 | 269 106) 67) 931\1 029 
288| 407| 391 | 755| 79/2534) 2973| 65) 49 |2730| 2953| 187| 160 | 632| 641 | 24) 93| 79) 67| 735) 801 
320| 372 | 667| 659|2795| 3228! 61 54/2791] 3019| 198) 196 | 635) 563 79| 222| 92| 80| 806) 865 

3 14 g | 43 12734] 2906| 215| 186 | 6oz| 572 | 253| 147) 89| 83 936| 802 
307| 256) 320| 499 | 627| 755|3005| 3240| 34) 43 |2824| 2996) 241 168 732 748, 44) 90) 89) 92) ee 930 
ZO1 it - -2 35| 567 | 626) 822|}2859| 3088| 88) 21 |\2783| 2928) 231| 169 | 645| 608 | 44/ 158| 75| 85| 764)! 851) 
as an : 9) 646 639} gol 3.09; 3204! 14) 15 ||2824) 2980| 262) 180 | 595 | 563 | 149 | 311| 69| 69 813, 943) 
290| 365| 301| 813 | 651| 1178|2983| 2874 26| 17 ||2884| 3028] 248| 245 | 616) 600 | 25) 28] 83) 80| 724) 708) 


1948 | 1949 | 1948 1949 1948 1949 | 1948 


/ | | 
2 267 1 557] 2132 | 28] 2935 105 636 | L133 107 876 
aa 331 621 | 3115 33 | 2924 | 83 | | 720 | 172 83 | 97 | 
r 411 701 3 317 | | 65 pity 96 679 | 358 10! 1138) 
Tarket value. — ? Gross claims on foreign countries. 


Il. Commercial Banks. (Amounts in million kr.) 


| ae ae 
Advances ? | | Net — L  aplhapi-r ayia Sagrs rs Forms 
ee auceor || rows | DPE” | attances| EON || personal]. gp ce [Bonde mi 
nds om 1 | | ‘ | sona 7 > s, - 
E 4 Bills Redisc. | Advances | 5 sere I Mortgages| Guarantee| Shares chandise, &c| 
| | | | : ms | ms ng 
/ 2 O4! 213 = A0 4 3. | <f R 
We 2 192 aoe te $783 6 669 | —906 | —255 60.7 14.3 8.9 16.2 
: 382 991 1354 | 8 7242 | 6939 303 | — 312 59.2 14.8 7:3 18.7 
7 | 499 533 P45 = | 7937 7 290 47 | —293 60.0 19.2 7:3 13.5 | 
1948\1949 1948 | 1949 | 1948 | 1949 |\7948 1949) 1948 | 1949 | 1943. 1949 | 1948 1949 1948 | 1949 1948)\1949) al 1949\1948 1949 ree | 7949 | 
= a | itil SER = PRE TAG, 
6| 612| Saol1747/1728) 7| 1|7931|7815| 7235) 7 3601 696| 455 | —260|—289| 59.8 | 58.6) 19.2 | 19.2) 7.5 | 7.8) 13-5| 14-4 
r a 395 80: ‘1077 785 1943 =| 0 79201 7778 7 471\ 7 064! 449| 114 | —301|— 305 60.4 | 58.7 18. Wa) 73 |) 7 13.6 14.4 
“" 271 | 328| 692 g96 1806/1 803 28) O| 8 105 7 837) 7 310 7 520) 795 | 311 —345|—296| 59-9 | 58.8] 19.1 | 19.4) 7-1 | 7-6) 13.9 14.2 | 
| 1 $43) 1 812) 25| 0} 8099 7 826| 7 378| 7 652| 721 | 174 |—322 — 283} 59.7 | $8.8) 19.6 | 19.5) 7-1 | 7.6 13.6| 14.1 / 
g 2a 4B Me hoes eee 18491 | 0/8089 7 860) 7 410| 7 689) 679) 171 |—349|—230| 59.9 | 98.4 19.2 | 19.9) 7-2) 7-5) 13.7 | 142 
s | 320 | 304 662 1119) 1852/1814) 19} —| 8 017! 7 798) 7 332) 7 701| 685 | 97 |-274 —228] $9.9 | 58.9) 18.8 | 19.4] 7.3 | 7-5| 14.0) 14.2 | 
i ; | ; 1 | | | oo | : 
\ | 1.857) 1817) | 0| 8023 78247 134.7552) 889| 272 —260|—246) §9.8 | 58.8) 19.2 | 20.0) 7.3 7-4 | 13.7 13.8 
- 488 3 806 aoe) 1 845 (790) S ©} 7923 7 756| 7 443| 7965| 480| 209 —271|—244| 60.1 | 58.9 18.9 | 20.0) 7-3| 7-2) 13-7) 13-9 
Mes} | Go| [r8u| | | of [Sead 7265)” | 735] |-23 [sos] [iss] 74) RL 
a | 2 2 | 7 410) 532 —281] 59.4 19.0 | Wee Lr | 
an he pel | O| | ago 17 469 471 —288 59-1 19.1 | | 7.6 ee | | 
qa 52 7'7 1746 | o| | 7 230) 7499) 349 | “ae 59-0 19.2) | 7-7 41 ; 


Including Treasury Bills. — * Within the country. 
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Ill. Other Credit Institutions. Stock Exchange. 


7 | | 
| 
it [hee 2 |Turnover at the Stock-| : 
Bates Bans sees Bank alee 4 Yields on Bonds holm Stock Exchange® Share nde 
sees Post Office] “the” | Cheeque | 1 | | 
or Sayings . : Govt. | Industrial | | 
Month | Deposits* | Advances’) Bonds* Bank Co aes | ‘igen Loans | Loans ny ions Home | Ott 
Million kr.| Million kr.| Million kr. | Million kr.) Million kr. | Million kx. | _%-. | _-% | 1000 ke. | 1000 ke) aa 
8 606 I 380 24.986 2.32 2.92 242 924 161 4 
1938 3 085 ee 3 I 3 336 rH 21 3.06 305 961 064 ot 224 
1945 5 606 4 130 14 ces tae b<6 121 6 1 235 
1946 | 9 893 4 660 1513 1 539 72 360 93 05 3.03 2.98 = 3 194 
1947 | 6200 | 5402 | 1149 os ees oe ea COR or Ray a4 | al 
1948 6592 5953 953 1 886 83 769 142 062 3.09 | 3.33 1 263 461 15 2 
1948 | r949 | 1948 | 1949 | 1948 | 1949 | 1948 | 1949| 1948 | 1949| 1948 | 1949 |1948 19491948 1949 1948 1949 1948 1949 1948 19491948 
: . - | 1751/1 947] 7 428\7 712| 12 256|13 267] 3.06) 3.09) 3-09, 3-18, 1262, 796, 460) 500 161) 150) 236) 
Lee : : . : . - |178t\1 971) § 7338/5 848) 10 216 11 664 3.07, 3-03] 3-24 3-02, 2388 680 4 468 165 154 240 
March | 6 488] 6 908] 5 521] 6 104| 1 102/911) 1793/1 988) 6 486 6 912) 11 830|13 498) 3.08 3.03 3-22 3.02, 1625 789 546) 446 162 156 236) : 
April : : ; : + | 1807/1 998] 6 8586174) 9 972/10 353] 3-09) 3.03 3-23, 3.02, 859 271 655 gor 163 155) 23 ; 
May . . : : : « | 1 820]1 998] 7 5718 070) 13 815|17 980} 3.09| 3.03 3.28 3.02,2545| 342 729) 352, 159) 155) 232); 
June | 6534/6967) 5 684) 6 218/ 1.046} go4| 1 8372 009) 6 7006629) 9 363,10 120) 3.10 3.03 3-40 3-00 1040 563 439 479 152 149 223) : 
July . . : 1 861)2 024| 7 306/7 204| 13 358/13 447| 3.10 3-05) 3-31 3.02, 580 214 356) 270 157) 149) 228) 
Aug. : : . 1 888|2 046) § 18/6 253] 10 807|12 107| 3.10 3.05) 3-50 2.97 1286, 271) 219) 266) 154) 151| 227) 3 
Sept. | 6575 5 828 I 002 I 892 7 360|8 952) 12 832! 3.11, 3-05 3-60 2.97 1130 I61 373 490 151) 153) 221) : 
Oct. . . 1 904 7 226 10 490; | 3:te 3.47 1 362 277 152 | 218 
Nov. . : : I 90g 7753 15 Sur | 3.43 3.34 603 495 151 (2 
Dec. |6592 5953 953 1 886 7525 11 612! (Bear 3.28 472 37 151 (221 
* At the end of each year or month. — * Calculated on market prices at middle of months. The yearly figures represent averages of the montt 
figures. — 3 Averages per Stock Exchange business day. 
IV. Other Statistical Data. 
National Debt * Foreign Trade | I | Whole) Sale Fics Indes | 
Year j tee epee | LS Nek I Cost of | Waggon-2 
or : Thereok Export (+) uc aes the Teadel Living | Kilometr 
Month Total Ganded Exports | Imports es Import ae Unions 3 | Import Export All Index? | of Loade 
—) Surplus] 1935 = 100, Geuds % Soods |1935=100! Trucks? 
Million kr. | Million kr. Million ke.|Million kr,| Million kr % oe | OO ee eee 
} 
1938 2 566 2 443 I 843 2 082 — 23 117 10.9 1 | 120 111 106 44.6 
1945 11 550 8 45 175 wet + 674 106 4.5 281 205 1 155 103.2 
1946 11 384 9 33 2547 3 38 — 839 128 3.2 251 211 186 12 112 
1947 II 287 8931 3 aie _ 5220 — 1980 130 2.8 204 254 199 106 | 1088 
194 11 598 8 944 Ee Or Se ere 134 278 285 214 165 | 108.9 
Teale | ee al << | T= 
1948 | 1949 Ee 1949 ies 1949 the ree none Oe, 2908) 1949) 1948|1949 1948 1940) 19481949 1948\1949\ 1948 1949) 948 | 79 
Jan. | 11070] 11 330] 8 ¢40/ 8 28 24 | 380 |—135|— 137 ape liad | / 
Febr. has 11 878) 8 952 re Aa ae ie a ee Ke {° 133 138 yey qo pd ic pe a e, aly : t7 : 
BS} 43 : . 79 27 | 27 |217| - | ~ |ti3a 
Be a rd a ue oe ioe aie A 378 |—153— 89] 134 137] 3.8 | 3.6) 278 274| 292/263 210) 216 163| 166 109 | a1 
pri 93 C 21 | 20 be == a | b ie re / 
OP UES 8 970 8 706 345 362 ie an Sha % oles ra pb ais | at at 233 eitaare 37 15 
, . | . 210) OS oe ; 
ie me ae = oe 356 | 371) 451 | 334|— 95]-+ 37) 134] 137| 1.9 | 2.0| 281 | 261] 288 | 243| 216| 216 1641166] Soy | 6 
uly 15 2| 31 1] 46 Le a / 
Aug. | 11610 zeae ee 8 678 ae ee ven a el : 133 136| Lg | 1.7! 277 | 259| 287/238, 215| 215) - 100.9 5 
Sept. | 11 190 8.952 361 391 ais 4 a in 78 | | any Ae 217 | 214| 2 112.6 
: | 200 21 I 118. 
Oct. II 481 8953 384 380 re 136 t sxe 7 ¢ 
Nov. | 11493 8 948 409 377 Sa as | 9 | 27 | 278 | 216 120.9 
Dec. | 11 598 8.944 420 385 as 13 | 2.5 276 | 276 217 : 115.6 
| | 37 | 5.4 275 274 217 166 111.3 
* At the end of each year or month. — 2 According to the Federati f i : : : 
represent averages ot the monthly figures, — 4 tation of Swedish Industries, Seasonally adjusted. — 3 The yearly figu 


Million kilometres per month on State Railways, — 


° Incl. 1 July incorporated tailways. 
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Statement of Condition August, 315t, 1949 


ASSETS 

Cash in hand and with the Riksbank .........+.-- 160.955-324 
Beware atu i reasury Gils. ew 6 ce i ee 493-742-393 
AROS oe a ee ee er 1.736.316.393 
Swedish Banks and Savings Banks .....+-+ +e eee 15-255-785 
(ROA PSS BS aie ee el ne Se ee co Be a 27.864.318 
RUEMORECIMENG op Soe se st es Se 6 Sy Ae Se os 33-845-164 
oe Eg Be a ee ee ee a ee 61.405.141 
Buildings, Furniture and Fittings. . . . . +e + +e ee ees 25.872.249 

Kr. 2.556.256.767 

LIABILITIES 

Bills at sight in circulation (»postremiss» bills)... . +--+ ++: 19.080.574 
Ne I 0 Sr a A 2.145.015.5333 
Swedish Banks and Savings Banks ...~. +++ ++ eee 2.4.530-.445 
emheraeaet ek Goris ote ts sey 6 pe 8 ee 90.944.586 
ees ARCOOE) Fo ee Se ee FE 65.685.829 
Gare Capital ose. es eo he ee 95-708.000 
Reserve Funds... +--+ ++sseeees S petzat 324.905.000 a1. 00.600 


Kr. 2.555-250.767 


Branch System of 
SKANDINAVISKA BANKEN AB 


Goteborg, Stockholm, Malmé (Head Offices) 


eg Place with 10000 —90 000 inhabitants 
® is less than 10000 “ 


In all 208 branches at 162 different places, 


Skelleftea 


Hiarndsand 


Eskilstuna ge Solna © 


oXopingy 
e e 
Karlskoga @ @ orcbr0 . % STOCKHOLM 


= e see oe Sodértalje 
e ? 
e 


° 

Nyk6ping 
°® Norrképing 
Linképing 


Huskvarna 


a! . 
Jonk6ping 


